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CO URT O F APPEAL, THIRD CIRCUIT 
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Lake Charles, Louisiana 
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I'OST OFFICE BOX 94397 
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W e have audited the accompanying special purpose (legal basis) financial statements of the 
Court of Appeal, Third Circuit, a court within Louisiana state governm ent, as of and for the year 
ended June 30, 2000, as listed in the table of contents. These financial statem ents are the 
responsibility of m anagement of the Court of Appeal, Third Circuit. O ur responsibility is to 
express an opinion on these financial statem ents based on our audit. 

W e conducted our audit in accordance with generally accepted auditing standards and the 
standards applicable to financial audits contained in Governm ent Auditing Standards, issued by 
the Com ptroller General of the United States. Those standards require that we plan and 
perform the audit to obtain reasonable assurance about whether the financial statem ents are 
free of m aterial m isstatem ent. An audit includes exam ining, on a test basis, evidence 
supporting the amounts and disclosures in the financial statem ents. An audit also includes 
assessing the accounting principles used and significant estim ates m ade by m anagem ent, as 
well as evaluating the overall financial statem ent presentation. W e believe that our audit 
provides a reasonable basis for our opinion. 

As described in note 1-B to the financial statem ents, the accom panying special purpose 
financial statem ents present only the funds of the Court of Appeal, Third Circuit. As such, they 
present the appropriated and non-appropriated activity of the court that are part of the accounts 
and fund structure of the State of Louisiana. The G eneral Appropriation Fund reflects 
appropriated activity of the court that is part of the General Fund of the State of Louisiana. The 
non-appropriated fund is an individual fund of the State of Louisiana not subject to budgetary 
control. Furtherm ore, the special purpose financial statem ents have been prepared on a legal 
basis of accounting, the purpose of which is to reflect com pliance with the annual appropriation 
act for the appropriated fund and the financial position of the non-appropriated fund. These 
procedures differ from generally accepted accounting principles as described irl the notes to the 
financial statem ents. Accordingly, the accom panying special purpose financial statem ents are 
not intended to and do not present financial position and results of operations in conform ity with 
generally accepted accounting principles. 



LEGISLATIVE AUDITOR 

CO URT O F APPEAL, THIRD CIRCUIT 
STATE O F LO UISIANA 
Audit Report, Juno 30, 2000 

In our opinion, the accom panying special purpose financial statem ents present fairly, in all 
m aterial respects, the balances within the appropriated and non-appropriated funds of the Court 
of Appeal, Third Circuit at June 30, 2000, and the transactions of such funds for the year then 
ended, on the, basis of accounting described in note 1-D. 

In accordance with Governm ent Auditing Standards, we have also issued a report dated 
Decem ber 18, 2000, on our consideration of the Court of Appeal, Third Circuit's internal control 
over financial reporting and our tests of its com pliance  with certain laws and regulations. That 
report is an integral part of an audit perform ed in accordance with Governm ent Auditing 
Standards and should be read in conjunction with this report in considering the results of our 
audit. 

This report is intended solely for the inform ation and use of the court and its m anagem ent and is 
not intended to be, and should not be, used by anyone other than these specified parties. 
Under Louisiana Revised Statute 24:513, this report is distributed by the Legislative Auditor as a 
public docum ent. 

EPM :BM cC:RCL:ss 

[3CIRCRT} 

Daniel G . Kyle, CPA, CFE 
Legislative Auditor 



CO URT O F APPEAL, THIRD CIRCUIT 
STATE O F LO UISIANA 
ALL APPRO PRIA'FED AND NO N-APPRO PRIATED FUNDS 

Balance Sheet (Legal Basis), June 30, 2000 

ASSETS 

Cash and cash equivalents (note 2) 
Due from Non-Appropriated Fund 
Accounts receivable - crim inal filing fees 

TOTAL ASSETS 

LIABILITIES AN[) FUND EQUITY 
Liabilities: 

Cash overdrafts (note 3) 
Acco unts payable 

Due to Appropriated Fund 
Total Liabilities 

Fund Equity- fund balance - 
reserved for continuing operations 

and co ntingencies (note 9) 

TOTAL LIABILITIES 
AND FUND EQUITY 

APPROPRIATED 
FUND - 

GENERAL 
APPROPRIATION 

$31.271 
116.207 

NON- 
APPROPRIATED 

FUND - 
FEE ACCOUNT 

$280,549 

5.550 

$286,099 

$1,373 
147.478 

147,478 148.851 

Statem ent A 

TOTAL 

(MEMORANDUM 
ONLY) 

$280.549 
147.478 
5.550 

$433.577 

NONE 137.248 137.248 

The accom panying notes are an integral part of this statement 
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$288.099 



CO URT O F APPEAL, THIRD CIRCUIT 
STATE O F LO UISIANA 
ALL APPRO PRIATED AND NO N-APPRO PRIATED FUNDS 

Statem ent of Revenues, Expenditures, 

and Changes in Fund Balances (Legal Basis) 
For the Year E'nded June 30, 2000 

REVENUES 
Filing and copy fees 
Use of money and property - 
interest earnings 
Total revenues 

EXPENDITURES 
Appropriated expenditures: 
Personal services 
Travel and conventions 
Operating supplies arid services 
Capital outlay 
Non-appropdated expenditures: 
Persor~  serv ices 
Association dues 
Travel and conventions 
Operating supplies arid servioes 
Capital Outlay 
Judges' Supplemerptal C;ompensalion Fund 
Total expenditures 

EXCESS (Deficiency) OF REVENUES 
OVER EXPENDITURE.<; 

OTHER FINANCING SOURCES (Uses) 
Transfer from Supreme Court 
Transfer from Inledm Em ergency Board 
Operating transf~rs in 
Operating transfers out 

Total other financing sources (uses) 

EXCESS (Oeficienc~ OF REVENUES AND 
OTHER SOURCES OVER EXPENDITURES 
AND OTHER USES 

FUND BALANCES AT BEGINNING OF YEAR 

FUND BALANCES AI END OF YEAR  

fkPPROPPJATEO 
FUND - 

GENERAL 
APPROPRIATION 

$2.322 
2.322 

3,313,686 
166.434 
867.021 
193.013 

4.560.154 

4.557,832) 

4,400,773 
9.581 

147,478 

4.557.832 

NONE 

NONE 

NONE 

Statem ent B 

NON- 
APPROPRIATED TOTAL 

FUND - (MEMORA NDUM 
FEE ACCOUNT ONLY) 

$167,960 $167.960 

15.635 17.957 
183.595 

35.463 
4.648 
16.682 
79,087 

540 
11.677 
148.097 

35.498 

(147.478) 
(147,478) 

249,228 

$137,248 

The accom panying notes are an integral part of this statem ent 
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185.917 

3.313.686 
166.434 
687,021 
193.013 

35,463 
4,648 
16,682 
79,067 
540 

11.677 
4.708.251 

4,400,773 
9,581 

147,478 

,,(147.478) 
4.410.354 

111,980 

249.228 

$137,248 



NTRO DUCTIO N 

CO URT O F APPEAL, THIRD CIRCUIT 
STATE O F LO UISIANA 

Notes to the Financial Statem ents 
As of and for the Year Ended June 30. 2000 

The Court of Appeal, Third Circuit is a part of the State of Louisiana reporting entity within the 
judicial branch of government. The court is provided for in Article V, Sections 8 through 13 of 
the Louisiana Constitution of 1974 and Sections 311 through 392 of Title 13 of the Louisiana 
Revised Statutes of 1950. The court's operations are funded through an annual lapsing 
appropriation m ade by the Louisiana Legislature and from self-generated revenues authorized 
by Louisiana Revised Statute (R.S.) 13:352. In addition to the fees mandated by R.S. 13:352 
relative to appeals, applications for writs, m otions filed on unlodged appeals and answers to 
appeals, the court, in compliance with R.S. 13:10.3(E) and in conformity with the Judges' 
Supplemental Compensation Fund, charges an additional fee of $16. The total amount 
collected in c..onnection with the Judges' Supplem ental Com pensation Fund is rem itted to the 
Judicial Adm inistrator's Office of the Suprem e Court of Louisiana. 

The Court o1 Appeal, Third Circuit has appellate jurisdiction as authorized under Article V, 
Section 5 of the Louisiana Constitution, over the parishes of Acadia, Allen, Avoyelles, 
Beauregard, Cam eron, Calca sieu, Catahoula, Concordia, Evangeline, G rant, Iberia, Jefferson 
Davis, Lafayette, LaSalle, Natchitoches, Rapides, Sabine, St. M artin, St. Landry, Verm ilion, and 
Vernon. In addition, the court has supervisory jurisdiction, subject to the general supervisory 
jurisdiction of the Supreme Court of Louisiana, over all lower courts in all ca ses in which an 
appeal would extend to the court of appeal. ]he Third Circuit is dom iciled in Lake Charles and 
has 12 judges and 70 other employees. 

SUM M ARY O F SIG NIFICANT ACCO UNTING PO LICIES 

A. BASIS O F PRESENTATIO N 

The Governmental Accounting Standards Board (GASB) promulgates generally 
accepted acco unting principles and reporting standards for state and local governm ents. 
These principles are found in the Codification of Governm ental Accounting and Financial 
Repotting Standards, published by the GASB. However, the accom panying financial 
statem ents have been prepared on a legal basis, which differs from generally accepted 
accounting principles as explained in the following notes. 

B. REPORTING ENTITY 

GASB Codification Section 2100 has defined the governm ental reporting entity to be the 
State of Louisiana. The court is considered within the State of Louisiana reporting entity 
beca use the state exercises oversight responsibility and has accountability for fiscal 
matters as follows: (1) the state has control and exercises authority over budget 
matters; (2) state appropriations provide the largest percentage of total revenues; and 



CO URT O F APPEAL, THIRD CIRCUIT 
STATE O F LO UISIANA 
Notes to the Financial Statements (Continued) 

(3) the court primarily serves state residents. The accompanying financial statements 
present inform ation only as to the transactions of the court. 

The accornpanying financial statements represent activity of the court within the judicial 
branch of state governm ent and, therefore, are a part of the fund and account group 
structure of the State of Louisiana and its general purpose financial statements. 
Annually, the State of Louisiana issues general purpose financial statem ents. The 
general purpose financial statem ents are audited by the Louisiana Legislative Auditor. 

C. FUND ACCO UNTING 

The Court of Appeal, Third Circuit uses fund accounting, along appropriation lines, to 
reflect its co m pliance with provisions of the annual appropriation act and to reflect the 
financial position and results of operations of its non-appropriated funds. This differs 
from the fund accounting of generally accepted accounting principles where the intent is 
to m easure the financial position and results of operations of the governm ental reporting 
entity as a whole. Therefore, the funds within the acco m panying financial statem ents 
have been divided between appropriated and non-appropriated funds and not by the 
conventional fund types of generally accepted accounting principles. 

"rhe funds do not include any noncurrent assets or liabilities. Noncurrent assets, genera 
fixed assets, and long-term liabilities are reflected in the State of Louisiana's genera 
purpose financial statem ents. 

[he funds presented in the special purpose financial statem ents are described as 
follows: 

General Appropriation Fund 

The General Appropriation Fund provides for the general adm inistrative 
expenditures of the court. 

Non-Appropriated Fund - Fee Account 

The Fee Account is used to account for filing fees and other revenues received 
by the court, as provided by R.S. 13:352. Expenditures incurred in excess of the 
amount appropriated by the Louisiana Legislature (General Appropriation Fund) 
are funded from this account. 



COURT O F APPEAL, THIRD CIRCUIT 
STATE O F LO UISIANA 
Notes to the Financial Statements (Continued) 

D. BASIS OF ACCO UNTING 

The accounting and financial reporting treatment applied to a fund is determ ined by its 
m easurem ent focus. The funds in the accom panying financial statem ents m easure the 
resources provided by the legislature to fund current-year expenditures and the use of 
those resources by the court. This differs from generally accepted accounting principles 
in which the measurem ent focus would be to m easure the flow of current resources. 

Basis of accounting refers to when revenues and expenditures are recognized and 
reported in tile financial statem ents, regardless of the m easurem ent focus applied. The 
accom panying financial statem ents reflect revenues and expenditures in accordance 
with applicable statutory provisions and regulations of the Judicial Budgetary Control 
Board. These legal requirem ents differ from generally accepted accounting principles as 
follow.,;: 

2 

Revenues are recognized to the extent that they have been appropriated 
and not necessariiy when m easurable and available. 

Expenditures are recognized to the extent that appropriation authority has 
been extended to the court and not necessarily when the fund liability has 
been incurred. 

Under tile foregoing legal provisiens, the court uses the following practices in 
recognizing revenues and expenditures: 

Revenues 

Self-generated revenues are recorded when earned. Interest incom e on tim e 
deposits is recorded when the tim e deposits have m atured and the interest is 
available. 

Expenditures 

Expenditures are generally recognized under the m odified accrual basis of 
accounting when the related fund liability is incurred. Furthermore, any 
expenditure of a long-term nature for which funds have not been appropriated 
during the current year is not recognized in the accom panying financial 
statem ents. 

Other Financing Sources (Uses) 

The transfer from the Suprem e Court represents the appropriation from the state 
General Fund and is recognized in the am ount appropriated, to the extent 
withdrawn from the state treasury . The transfer from the Interim Em ergency 
Board represents funds for building repairs and is recognized in the am ount 



CO URT O F APPEAL, THIRD CIRCUIT 
STATE O F LO UISIANA 
Notes to the Financial Statements (Continued) 

received from the board. O perating transfers are recognized when they becom e 
m easurable and available. 

E. (;ASH AND CASH EQ UIVALENTS 

Cash and cash equivalents include interest-bearing dem and deposits and certificates of 
deposit. Under state law , the court m ay deposit funds within a fiscal agent bank 
organized under the laws of the State of Louisiana, the laws of any other state in the 
Union, or the laws of the United States. 

F. GENERAL FIXED ASSETS 

The COLIrt values its general fixed assets (movable property) at historical cost. No 
depreciation has been provided on general fixed assets. General fixed assets do not 
include the value of the legal library. An inventory is m aintained

, but no values have 
been assigned to the books. The court does not own any land or buildings

. The 
m ovable property is not reflected within the acco m panying special purpose financial 
staternents. 

G . L.O NG-TERM O BLIGATIO NS 

H. BUDG ET PRACTICES 

The general appropriation m ade for the operations of the court is an annual lapsing 
appropriation. Am ounts not expended or encum bered should be returned to the state 
General Fund on or before Septem ber 1

, 2000. 



CO URT O F APPEAL, THIRD CIRCUIT 
STATE O F LO UISIANA 
Notes to the Financial Statements (Continued) 

JUDG ES' SALARIES 

The salaries of the judges are paid directly by the Supreme Court of Louisiana with 
warrants drawn on the state treasury and are not included in the expenditures of the 
accom panying financial statem ents. 

J. LEAVE BENEFITS 

The clerk of court, the director of central staff, and their respective staff earn annual and 
sick leave at various rates, depending on their years of service. Em ployees participating 
in the Louisiana State Em ployees Retirem ent System can accum ulate unused sick leave 
without lim itation. Upon term ination, these em ployees are com pensated for unused 
annual leave not to exceed 300 hours, but they are not com pensated for unused sick 
leave. Unused annual leave in excess of 300 hours plus unused sick leave m ay be 
credited as service for purposes of com puting retirem ent benefits. 

Other law clerks and secretaries employed by particular judges are employees of those 
judges. As such, they are subject to the guidelines set by the judge. There is no set 
policy for these employees. W ith respect to these employees of the judges, upon 
term ination of em ploym ent with the court, all unused annual and sick leave is forfeited. 
Judges m ay elect to have their personal em ployees covered by the full provisions of the 
Hum an Resource M anual, which would then provide those em ployees with the sam e 
annual and sick leave as all other em ployees. 

The cost of current leave privileges, com puted in accordance with GASB Codifica tion 
Section C60, is recognized as a current-year expenditure in the General Appropriation 
Fund w hen leave is actually taken. The liability for unused annual leave payable at 
June 30, 2000, com puted in accordance with the GASB Codification Section C60.104, is 
estimated to be $218,659. 

K. FUND EQ UITY RESERVES 

Reserves represent those portions of fund equity not appropriable for expenditure or that 
are legally segregated for a specific future use. 

L. TOTAL CO LUM NS O N STATEM ENTS 

"[he total columns on the statements are captioned "Total (Memorandum Only)" to 
indicate that they are presented only to facilitate financial analysis. Data in these 
colum ns do not present financial position or results of operations. Neither is such data 
com parable to a consolidation. 

10 



CO URT O F APPEAL, THIRD CIRCUIT 
STATE O F LO UISIANA 
Notes to the Financial Statements (Continued) 

2. CASH AND CASH EQ UIVALENTS 

At June 30, 2000, the court has cash and cash equivalents (book balances) composed of the 
follow ing: 

Interest- bearing dem and deposits 
Certificates of deposit 

Tota 

$5,000 
275.549 

Cash and cash equivalents are stated at cost, which approxim ates m arket. Under state law, 
these deposils m ust be secured by federal deposit insurance or the pledge of securities owned 
by the fisca l agent bank. The m arket value of the pledged securities plus the federal deposit 
insurance m ust at all tim es equal the am ount on deposit w ith the fiscal agent. The court has 
deposit balances (collected bank balances) of $338,924 at June 30, 2000, for which the court 
has control. These deposits are secured from risk by $337,428 of federal deposit insurance 
(GASB Risk Category 1), and $1,496 of deposits is not secured (GASB Risk Category 3). The 
court will reduce deposits to the am ount secured by federal deposit insurance. 

3. CASH OVERDRAFTS 

As shown on Statem ent A, at June 30, 2000, the Appropriated General Fund has a cash 
overdraft of $31,271. The court will transfer funds from certificates of deposits in the Non- 
Appropriated Fee Account to elim inate the overdraft. 

4. CHANG ES IN G ENERAL FIXED ASSETS 

At June 30, 2000, the court has stewardship responsibility for $1,273,698 in governmental 
m ovable property. A sum m ary  of changes in m ovable property follows: 

Balance 
July 1, 
1999 Additions Deletions 

Movable property $1,282,895 $73,628 

5. PENSIO N PLANS 

Balance 
June 30 
2000 

Substantially all em ployees of the court are m em bers of the Louisiana Clerks Retirem ent and 
Relief Fund (LCRRF) and the Louisiana State Employees Retirement System (LASERS). The 
LCRRF and LASERS are statewide cost-sharing, m ultiple-em ployer plans adm inistered by 
separate boards of trustees. Both plans provide retirem ent, disability, and survivors' benefits to 
plan m em bers and beneficiaries. Benefits (.]ranted by LASERS are guaranteed by the State of 

11 



CO URT O F APPEAL, THIRD CIRCUIT 
STATE OF LO UISIANA 
Notes to the Financial Statements (Continued) 

Louisiana by provisions of the Louisiana Constitution of 1974. Generally, perm anent em ployees 
are eligible to participate in the retirem ent system s, with em ployee benefits vesting after 10 
years of service. The system s issue annual publicly available financial reports that include 
financial statem ents and required supplem entary inform ation for the system s. The reports m ay 
be obtained by writing to the Louisiana Clerks Retirem ent and Relief Fund, 11745 Bricksome 
Avenue, Suite B1, Baton Rouge, Louisiana 70816, or by calling (225) 256-6660 and/or the 
Louisiana State Em ployees Retirement System , Post Office Box 44213, Baton Rouge, 
Louisiana 70804, or by calling (225) 922-0600. 

The contribution requirem ents of plan m em bers and the court are established and m ay be 
am ended by the state legislature. The legislature annually sets the required em ployer 
contribution rate equal to the actuarially required em ployer contribution as set forth in R.S. 

11:102. Employees contribute 8.25% (LCRRF) and 7.5% (LASERS) of covered salaries. The 
court is required to contribute 10% of covered salaries to LCRRF and 12.3% of covered salaries 
to LASERS. The court's em ployer contribution is funded by the State of Louisiana through the 
annual appropriation to the court. The court's em ployer contributions to LCRRF for the years 
ended June 30, 2000, 1999, and 1998 were $40,962, $27,436, and $25,713, respectively, and 
to LASERS fer the years ended June 30, 2000, 1999, and 1998 were $235,041, $227,822, and 
$275,109, respectively, equal to the required contributions for each year for each retirement 
system . 

6 PO STEM PLO YM ENT HEALTH CARE 
A ND LIFE INSURANCE BENEFITS 

The court provides certain continuing health care and life insurance benefits for its retired 
em ployees. Substantially all of the court's em ployees becom e eligible for these benefits if they 
reach norm al retirem ent age while working for the court. These benefits for retirees and sim ilar 
benefits for active em ployees are provided through the State of Louisiana's Group Benefits 
Program whose monthly premiums are paid jointly by the employee and the court. The court's 
cost of providing retiree health ca re and life insurance benefits (court's portion of premiums) are 
recognized as expenditures when the m onthly prem ium s are paid. For the year ended June 30, 
2000, the cost of retiree benefits totaled $15,991. 

7 JUDGM ENTS, CLAIM S, AND 
SIM ILAR CO NTING ENCIES 

Obligations and losses arising from judgments, claims, and similar contingencies are paid 
through the state's self-insurance fund or the state General Fund and are not reflected in the 
accom panying special purpose financial statem ents. The self-insurance fund is operated by the 
Office of Risk Managem ent, the state agency responsible for the state's self-insurance program . 

12 



CO URT O F APPEAL, THIRD CIRCUIT 
STATE O F LO UISIANA 
Notes to the Financial Statements (Concluded) 

8. LEASE CO M M ITM ENTS 

The Court of Appeal, Third Circuit has four operating leases for office space. Of these four, one 
is noncancelable and three can be terminated if the judge for whom the space was leased 
ceases to be judge for whatever reason. Total lease expenditures for fiscal year 1999-2000 
amounted to $67,056. The annual operating lease payments for the next five years are 
presented as follows: 

Fiscal year: 
2000-2001 
200'1-2002 
20O2-2003 
2003-2004 
2004-2005 

Tota 

9. FUND, BALANCES RESERVED 

$56,640 
48,600 
33,000 
24,000 
12,000 

$174,240 

As shown on Statem ent A, the Non-Appropriated Fund - Fee Account has a reserve for 
continuing operations and contingencies totaling $137,248. These funds may be retained and 
used to defray the expenditures of the court as prescribed by R.S. 13:352. 

10. DEFERRED CO M PENSATIO N PLAN 

Certain em ployees of the court participate in the Louisiana Deferred Com pensation Plan 
adopted under the provisions of Internal Revenue Code Section 457. Com plete disclosures 
relating to the Plan are included in the separately issued audit report for the Plan, available from 
the Louisiana Legislative Auditor, Post Office Box 94397, Baton Rouge, Louisiana 70804-9397. 

13 



OTHER REPO RT REQUIRED BY 

GO VERNM ENT A UDITING STANDARDS 

The following pages contain a report on com pliance with laws and regulations and on internal 
control over financial reporting as required by Governm ent Auditing Standards, issued by the 
Com ptroller General of the United States. This report is based solely on the audit of the 
financial statem ents and includes, where appropriate, any reportable conditions and/or m aterial 
weaknesses in internal control or com pliance m atters that would be m aterial to the presented 
financial statem ents. 
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Report on Com eliance and on Internal Control Over Financia 

CO URT OF APPEAL, THIRD CIRCUIT 
STATE O F LO UISIANA 
Lake Charles. Louisiana 

1600 NORTll q IIIRI) S'I RI!E] 
POST OFFICI( IIOX 94397 

TtiLEPIIONI!: (225) 339 3800 
FACSIM II.t!: (225) 339 3870 

W e have audited the special purpose financial statem ents of the Court of Appeal, Third Circuit 
as of and for the year ended June 30, 2000, and have issued our report thereon dated 
Decem ber 18, 2000. W e conducted our audit in accordance w ith generally accepted auditing 
standards and the standards applicable to financial audits contained in Governm ent Auditing 
Standards, issued by the Com ptroller General of the United States. 

Com pliance 

As part of obtaining reasonable assurance about whether the Court of Appeal, Third Circuit's 
special purpose financial statem ents are free of m aterial m isstatem ent, we performed tests of its 
com pliance with certain provisions of laws and regulations, noncom pliance with which could 
have a direct and m aterial effect on the determ ination of financial statem ent am ounts. However, 

providing an opinion on compliance with those provisions was not an objective of our audit, and, 
accordingly, we do not express such an opinion. The results of our tests disclosed no instances 
of noncom pliance that are required to be reported under Governm ent Auditing Standards. 

nternal Control Over Financial Reporting 

In planning and perform ing our audit, we considered the Court of Appeal, Third Circuit's internal 
control over financial reporting in order to determ ine our auditing procedures for the purpose of 
expressing our opinion on the financial statem ents and not to provide assurance on the internal 
control over financial reporting. However, we noted certain m atters involving the internal control 
over financial reporting and its operation that we consider to be reportable conditions. 
Reportable conditions involve m atters com ing to our attention relating to significant deficiencies 
in the design or operation of the internal control over financial reporting that, in our judgment, 
could adversely affect the Court of Appeal, Third Circuit's ability to record, process, sum marize, 
and report financial data consistent with the assertions of m anagem ent in the financial 
statem ents. Reportable conditions are described in the following paragraphs. 
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Cash M anagem ent Procedures 
Should Be Im proved 

The Court of Appeal, Third Circuit did not have adequate cash m anagem ent procedures. 
Good cash m anagem ent procedures and good business practices include m onitoring 
bank balances to ensure that suffi cient funds are available to pay anticipated 
disbursem ents. At various times during the year, the court issued 171 checks before 
funds were available to pay the checks. As a result, the court incurred $3,762 in bank 
overdraft charges for the year ended June 30, 2000. 

This co ndition existed because m anagem ent did not place adequate em phasis on 
properly m anaging cash. Failure to m onitor bank balances increases banking costs and 
could delay the tim ely paym ent of court expenses. 

The court should develop procedures to m onitor bank balances to ensure that adequate 
funds are avaJlabJe before checks are issued. Managem ent concurred with the finding 
and recommendation and outlined a plan of corrective action (see Appendix A). 

A m aterial weakness is a condition in w hich the design or operation of one or m ore of the 
internal control com ponents does not reduce to a relatively low level the risk that m isstatem ents 
in am ounts that would be m aterial in relation to the financial statem ents being audited m ay 
occur and not be detected within a tim ely period by em ployees in the norm al course of 
perform ing their" assigned functions. Our consideration of the internal control over financial 
reporting would not necessarily disclose all m atters in the internal control over financial reporting 
that m ight be reportable conditions and, accordingly, would not necessarily disclose all 
reportable conditions that are also considered to be m aterial weaknesses. However, we do not 
believe that the reportable condition described above is a m aterial weakness, 

This report is intended solely for the inform ation 
not intended to be. and should not be. used 

and use of the court and its m anagem ent and is 
by anyone other than these specified parties. 

Under Louisiana Revised Statute 24:513, this report is distributed by the Legislative Auditor as a 
public docum ent. 

EPM :BM cC:RCL:ss 
[3CIRCRT] 

Daniel G . Kyle, CPA, CFE 
Legislative Auditor 
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M anagem ent's C orrective A ction 
P lan and R esponse to the 

Finding and R ecom m endation 
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Offi ce of Legislative A uditor 
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I agree w ith the findin gs, and regret very m uch this occurrence. ] w ill begin im m ediately to take 
steps to see that il does not occur again. 

W e w ill take the follow ing con'ective action 

(1) As soon as we receive our next bank statement, we will determine our precise balance and 
thencefordl keep a daily running balance. 

(2) W e have an appointment on M onday, December 18)h with Bank One to discuss opening an 
account w ith surplus cash, so that in case w e should ever again accidentally overdraw , it w ill bc 
transferred fi'om one account to another w ithout penalty. 

The bank is review ing our account and their representative w ilt m eet w ith us later this w eek to 
m ake their reconnnendations on the best type of account for us to establish to prevent this from 
happening in the filture. A s soon as w e have the account set up, w e w ill notify you. 

(3) W e have also completed the installation of a Cash M anager module in our Accounting software 
package which w ill enable us to check daily cash balances. 

KJdB/lkg 

Very truly yours, 


